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DETAILED ACTION 



Claim Rejections - 35 USC § 103 

1. The following is a quotation of 35 U.S.C. 103(a) which forms the basis for all 
obviousness rejections set forth in this Office action: 

(a) A patent may not be obtained though the invention is not identically disclosed or described as set 
forth in section 1 02 of this title, if the differences between the subject matter sought to be patented and 
the prior art are such that the subject matter as a whole would have been obvious at the time the 
invention was made to a person having ordinary skill in the art to which said subject matter pertains. 
Patentability shall not be negatived by the manner in which the invention was made. 

Claims 1-42 are rejected under 35 U.S.C. 103(a) as being unpatentable over 
Acosta et al. (US Patent No. 6,643,625). 

As per claim 1 , Acosta et al disclose all the features of claim 1 , particularly a 
method and system for auditing loan compliance with government loan lending and 
licensing requirements comprising: 

a. allowing a user to display and enter loan audit compliance data, comprising the 
steps of: 

receiving and displaying loan audit data on a user interface of a computer 
system; and ii. storing the loan audit data in a loan data database in the computer 
system (see column 2, lines 13-17); 

b. allowing a user to interactively build loan compliance rules, comprising the steps 
of enabling the user to interactively build loan compliance rules on a user interface of 
the computer system (column 2, line lines 13-,27) and 

ii. storing the loan compliance rules in a loan compliance rules database in the 
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computer system (column 2, lines 13-27 and column 5, lines 30-37) and 

c. . responding to a loan audit request received from a user on a user interface of the 

computer comprising the steps of: 

retrieving the loan compliance rules from the loan compliance rules database; 

ii. retrieving the loan audit data from the loan data database; 

iii. comparing the loan compliance rules to the loan audit data to determine a 
loan audit compliance result (column 2, lines 23-43; column 5, lines 52-59 and column 
4, line 67 to column 8, line 7); and 

iv. notifying the loan audit request user of the determined loan audit compliance 
result (column 2, lines 48-56 and column 8, lines 51-67). 

The only difference between the claimed invention and the system of Acosta et al 
is that the system of Acosta et al is a computer-assisted system whereas the claimed 
invention is controlled by a computerized system. 

As per this difference, Acosta et al state: 

"The legal and regulatory requirements and investors parameters frequently change, and financial 
institutions must expend considerable resources to assure that all of their loans are in full 
compliance with the current applicable regulations. 

For mortgage companies to comply with all of the various requirements for the auditing loan 
originations, the cunrent state of the art is to use a standard checklist, regardless of the type of 
loan portfolio audit. 

When portfolios of loans are sold to investors or are purchased from originators or other 
investors, audit checklists must be reviewed by several people to insure that each loan complies 
with currently applicable regulations. 

The audit checklists which are in current use are required in primarily three different aspects of 
this industry: origination of the loan, selling of the loan to investors, and sen/icing the loan. 
Although these aspects are separate insofar as they are usually handled by different personnel 
with different training and skill requirements, they are intererelated insofar as a mistake in one 
area, e.g., origination, will have spillover effect on another area, e.g., servicing. 
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Because quality control of each aspect of these processes is so critical, various attempts have 
been made by others to provide computerized quality control systems, for example the ACES 
audit system of Engineered Business Systems, Inc., of Coconut Creek, Fla., provides automated 
loan selection based on user defined criteria, standard checklists, automated underwriting review, 
and automated tracking of supervisor review. The ACES system does not provide checklists 
automatically customized to audit sampling criteria, nor a system for auditing servicing portfolios, 
not a means for storing and reporting on audit recommendations pertaining to exceptions. The 
ACES system does not address the special needs of loan servicing auditor, where special 
regulations and audit checklist are required. 

SUMMARY OF THE INVENTION 

The present invention provides in one aspect a client-server computer system for auditing loan 
and loan sen/icing portfolios comprising client workstations for use by loan auditors a server on 
which are stored records for each loan origination and loan servicing in a portfolio, rules which 
comprise each current and historical legal regulation and any investor-specific parameter, 
applicable to each type of loan and loan servicing, a set of sampling criteria, a set of questions to 
determine compliance with each of the regulations and parameters, each question keyed to one 
or more audit types, a set of selectable audit types, and a computer program adapted to 
automatically select an audit sample subset of loan origination records or loan servicing records 
according to one or more selected audit type and the set of sampling criteria, and automatically 
create and transmit to an auditor client workstation a checklist appropriate to the selected audit 
type. 

In another aspect, the invention comprises computer-assisted method of auditing loan portfolios 
and loan servicing portfolios wherein loans are of a plurality of types comprising the steps of 
storing on a server a computer record for each loan in a portfolio; storing on the server rules 
which comprise each current and historical legal regulation and any investor-specific parameter 
applicable to each type of loan; storing on the server a set of selectable audit types; storing on 
the server a set of questions to determine compliance with each regulation or parameter, each 
question keyed to one or more audit types; periodically adding questions to the set of questions 
as new regulations or parameters are promulgated, storing on the server a set of sampling criteria 
comprising historical error rates, confidence intervals, and precision; automatically selecting an 
audit sample subset of records according to one or more selected audit types and applicable 
sampling criteria; automatically creating and transmitting to an auditor client workstation the audit 
sample subset of records and a checklist of questions keyed to the selected audit type; storing 
auditor's answers to the checklist questions, including any exceptions, in an audit trail database 
on a server; storing any auditor recommendations pertaining to any of the exceptions in the audit 
trail database; and automatically generating management reports comprising the sampling 
criteria, an exception rate pertaining to the subset, a list of any loans in the subset which have 
exceptions and the exceptions pertaining to each such loan, and any recommendations for cure 
of each type of exception found in the sample subset. The audit sample subset generated by the 
system and method can be automatically requested from a file management 
system. 



It would have been obvious to one of ordinary skill in the art at the time the 
invention was made to modify Acosta et al into a fully computerized system to 
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The motivation would have been to 



Claims 2, 22, 23, 24 and 25 contain limitations recited in claim 1 and these 
limitations are rejected under a similar rationale. Claims 2, 22, 23, 24 and 25 further 
recite using applicable licenses for a geographic boundary, building loan compliance 
rules for all applicable licenses available within the geographic boundary and 
associating licenses from the applicable licenses with a loan originator to a form a set of 
loan originator applicable licenses. 

As per these limitations, Acosta et al disclose auditing all types of desired loans 
and in any desired states (see column 4, lines 7-20) and that rules are customized as 
desired. See also column 4, lines 50-66). 

As per claim 3, Acosta et al teach building rules for all applicable licenses 
available within the geographic boundary using compliance based rule variables and 
rule building instructions and storing the loan compliance rules in a rule library database 
in the computer system. Note column 4, lines 1 1-66. 

As per claim 4, Acosta et al disclose allowing the user to add new license to the 
applicable licenses available and allowing a user to build new rules for the new license. 
Note column 4, lines 11-66 and column 9, lines 50-67. 

As per claim 5, Acosta et al disclose storing the loan compliance in a rule library 
database in the computer system. Note figure 1 and column 5, lines 8-50. 
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As per claim 6, Acosta et al disclose if a rule exists in the rule database, for a 
license, allowing the user to review the rule. Note column 5, lines 8-50. 

As per claim 7, Acosta et al disclose if a rule exists in the rule database, for a 
license, allowing the user to change the rule. See column 5, lines 30-50. 

As per claim 8, Acosta et al disclose allowing the user to modify the loan 
compliance rules in the rule library database. See column 5, lines 30-50, and column 4, 
lines 50-60. 

As per claim 9, Acosta et al disclose the compliance base rule variables 
represent data elements in a loan file database. See column 3, lines 37-50. 

As per claim 10, Acosta et al disclose checking for payments, billing data, errors 
and other related mathematical calculations. Note column 5, line 65 to column 6, line 
67. 

As per claim 1 1 , Acosta et al. disclose rule-building instructions for allowing the 
user to build rules by specifying equations using base rule variables. Note column 5, 
line 65 to column 8, line 50, 

As per claim 12, Acosta et al. disclose associating the loan compliance rules with 
a license to form a set of assigned compliance rules. Note column 4, lines 1 1-60. 

As per claim 13, Acosta et al. disclose the geographic boundary is a state. See 
column 4, lines 11-20. 

As per claim 14, Acosta disclose the user displays and enters loan data using a 
user interface embodied in a computer processor that communicates with the rule 
library database via a communications network. See column 9, lines 37-60. 
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As per claim 15, Acosta disclose the communications network is a global 
communications network. See column 9, lines 37-60. 

As per claim 16, Acosta et al. disclose allowing a user to identify and store 
applicable exemptions to the government license requirements in the assigned 
compliance rules. See column 8, lines 50-60 and column 4, lines 1 1-20. 

As per claims 17-20, Acosta et al disclose the government loan originator 
requirements are federal/state/licensing loan requirements. Note column 3, line 55 to 
column 4, line 50. 

As per claim 26, in the system of Acosta et al, results are displayed to the user 
via a user interface. 

As per claims 27-29 see column 9, lines 37-45. 

As per claim 30, see column 8, line 50 to column 9, line 5. 

As per claim 31 , the loan compliance rules are built by the user using the user 
interface. 

As per claim 32, see column 3, line 55 to column 5, line 50. 

As per claim 33, see column 3, line 55 to column 5, line 50. 

As per claim 40, the system of Acosta et al includes a printer for generating a 
hard copy of the loan audit results. 

As per claim 41 , Acosta et al disclose the loan compliance rules comprise 
instructions, assigned compliance rules, government rules and data application rules. 
Note columns 4-6 of Acosta et al. 
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As per claim 42, Acosta et al teaches accessing the system via the Internet thus, 
inherently teach a web browser for transmitting and receiving loan data and loan audit 
results. See column 8, lines 37-45. 

As per claims 21 and 34-38, Acosta et al disclose a global confimunications 
network but do not specifically state the communications network is selected from the 
group consisting of a satellite communication network, a telephone communication 
network, a microwave transmission network and a wireless telephone communication 
network. As per these types of communication systems, the Examiner asserts that 
these are well known and used communication systems at the time of the invention. 
Incorporating these types of communication systems in the system of Acosta et al would 
have been obvious to one of ordinary skill in the art at the time of the invention in order 
to provide a user with desired alternate means of accessing the system. 

As per claim 40, Acosta et al. does not explicitly disclose storing the loan audit 
results on media selected from the group consisting of a hardcopy report, a tape, a film 
and a CD-ROM. These types of media are well known and used in the art. It would 
have been obvious to one of ordinary skill in the art at the time of the invention to 
incorporate these types of media in the system of Acosta et al in order to provide users 
with alternate means of storing loan audit results. 
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Conclusion 



2. Any inquiry concerning this communication or earlier communications from tine 
examiner should be directed to Frantzy Poinvil whose telephone number is (571 ) 272- 



If attempts to reach the examiner by telephone are unsuccessful, the examiner's 
supervisor, Richard Chilcot can be reached on (571) 272-6777. The fax phone number 
for the organization where this application or proceeding is assigned is 571-273-8300. 

Information regarding the status of an application may be obtained from the 
Patent Application Information Retrieval (PAIR) system. Status information for 
published applications may be obtained from either Private PAIR or Public PAIR. 
Status information for unpublished applications is available through Private PAIR only. 
For more information about the PAIR system, see http://pair-direct.uspto.gov. Should 
you have questions on access to the Private PAIR system, contact the Electronic 
Business Center (EBC) at 866-217-9197 (toll-free). If you would like assistance from a 
USPTO Customer Service Representative or access to the automated information 
system, call 800-786-9199 (IN USA OR CANADA) or 571-272-1000. 



6797. The examiner can normally be reached on Monday-Thursday. 



Frantzyn^invil 
Primary Examiner 
Art Unit 3692 





